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bie INTRODUCTION 
The Province of Prince Edward Island has a unique 
economic and social fabric, so that many) assues impaction it 


im, ways quite distinet from the rest of Canada. \ The many 


~~ 
~« 


issues surrounding pension reform are no exception. 


The Government of Canada, in its recent paper, "Better 
Pensions for Canadians", has discussed two types of changes 
which might be made to the pension system. The first type 
effects the circumstances of those presently retired. The 
second type allows those presently working to better provide 
for their future. These same two perspectives can be used 
to describe some of the distinguishing social and economic 
characteristics of the Island population. An understanding 
of the degree to which problems exist, and which segments of 
society are in greatest need is crucial to the solution of 


an issue as complex as pension reform. 
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DISTRIBUTION OF SENIOR CITIZENS BY AGE GROUP 
PRINCE EDWARD ISLAND AND CANADA 
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tue Census peveals that 452 "Gf the elderly live in xaral 
areas, 26% live in the smaller towns and villages, and 292 
live in either Charlottetown or Summerside. When compared 
(eave cotal Island population it@is apparent that seniors 
aresmuch more likely to live in Charlottetown and Summerside 
than other age Groups OL which Poe ave ingthnesewo urban 
centers. This is probably because many of the public housing 
units for seniors are located in Charlottetown and Summerside. 
Furthermore, more elderly women tend to live in the urban areas 
than elderly men. Frequently women who have been widowed tend 


tomreave the ruralareas and move into. town to. be Gloser to 


al 


shopping, services,and other family members. 


Z2i28 Diving Arrangements and Housing 
A research project completed by the Department of Health 


& Social Services in 1980? and funded by Health and Welfare 
Canada, revealed that half of the seniors surveyed had been 
living in their present dwelling for 16 years or more. The 
elderly are much less mobile than the population in general, 


for whom the median length of occupancy was 7 years. Most 


1 The research project was entitled "Towards Meeting the Needs 
of Senior Citizens in P.E.I." and is often referred to as the 
"Aging Study". A total of 660 seniors were intereviewed between 


December 1979 and March 1980. 


a) 


ike cement bea mma subst snes ad, wert ot . 
natin owt Bae ne evil #94 stale 30. socomainn 
watevod ot idcig sit to yrem teusaadt ¢idetorg, ana 
Shia tomes bis Wwodas solseds at baitedso! iwie 
éreis dadsy adg. rb oh of fens nemow yitsble @6oM 4 aii. oT ms 
bass Savohiw nae’ our oly Rqwaw yitreups.s? ~ tetuon <ixable nae 
od tesnoin.ed a3 wos ojeal ovec: fine Bese Iews atg ovenl = 


7's 


oy a 


‘ptedinn vtins? zudite Gas ,esukvete veakggora 
, 
potercs bite ae S214 paty it ¢.5 
fisfeei Yo! a: rane ait ys feleignes Nga Aossezez A 

eselleW baa tzinsit vd Gebew) Gee Sones rd esoivast letbos 2 
nase hed vovevabe atodnes afd BO Rind sand boteevex +sbeasD 
say .stom 30 @14a0¢ 82 403 pailiowSs teseoxq xtafs ni perwht 
,feieasp G2 aeiteionyg eat nas eftoun a Sin yizebio 


“ik .vtney T aew yYoageese Go fzpnal net fait one norm 303 


' 


abest ad’ priiteot eirewot’ vatinang. ine ssetaxd S2isseot ant t 
et° os Of Beztsiet teglo at tae B.¢ at. Stee a0t902 . to 
twee sad ae stew  axokatee 0283 0 lero? A. »*Yiuw? paige” 
Y f dtozet baw C50 Seuimced 


hd hay 
pet ml Ge 


! = =? - 
; - 7 


of those who had moved within the previous 2 years had moved 
Ineo Senior citizens Housing units.: The relative infrequency 
with which the elderly move, means that Wany ave nlivanig ay 
Often momesi*end reflects the age of the housing stock in PoE.2. 
This and other data support the conclusion that many of the 
island's elderly own mortgage-free homes. However, it also 
indicates that maintenance, repair,’ and other housing expenses 
can be high. The census reported that 3 out of every 10 
dwellings in the province are in need of repairs (as defined 

by Statistics Canada). The 1980 research indicated that nearly 
10% of the seniors often found their homes to be not warm enough 
in the winter, partially due to poor insulation and high fuel 


costs. 


In 1980, more than 70% of the seniors surveyed in the 
Aging Study were living in a house, compared to 11% in apartments 
Opwaupitexes, *7/$ in Warsing homes, and 5% Diving in senior citizens 
housing units. Relatively few were actually living alone - 
about 18%. Almost 70% of the elderly live with a spouse and/or 
family, which demonstrates a great potential source of assistance 
for (the “elderly in their daily lives. These resources are 
indeed used by the elderly, as the 1980 research reported that 
the elderly relied on, and often received, a great deal of 
help from their families. This strength of family relationships 
and the amount of support provided to the elderly by their 


families are special characteristics of Prince Edward Island 


society. 


<= yy 
o 52 
_ 
J Cwepe 


9 
® 
=i 
7 
x 
ans 
>i 
= 1? 


h sensor 


7 isgahd . 


: sale’ > 


feeeerealtn and Transportation 


The senior citizens in Prince Edward Island make extensive 
Ueewor puysSicians. In 1980, more™than’ 90% of the elderly *had 
S€enra GOCtOr in the past “year. “More than half-of the seniors 
had seen a doctor between one and five times, 18% had seen 
a doctor six to ten times, and 18% had visited a physician 
Temes or more in the previous” year. Almost one-quarter 
of the senior citizens surveyed in 1980 had been hospitalized 


in the previous year. 


One unique feature of this province is the lack of urban 
public transportation systems. While elderly people in general 
experience transportation difficulties, this area is of even 
more concern to the Island elderly. In 1980, some interesting 
results emerged from the transportation questions in the Aging 
Study Survey. For example 41% of the seniors reported having 
a vehicle and being able to drive it. However, almost one- 
quarter had no vehicle, and nearly one-third had a vehicle 
but did not drive it. The lack of public transportation implies 


that these latter two groups must rely on families and taxis 


for travelling. 
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2.4 Employment 


Reeoraing to, the 1981 Census, [2.4% of the population 
Goevears OL age Or Older in Prince Edward Island were employed, 
a higher proportion than the 10.6% reported for Canada. While 
data on the occupations of the elderly is not yet available 
from the census, the 1980 Aging Study determined both the 
occupations of the elderly who were working and the previous 
occupations of those who were retired. (The classifications 
Of occupations used in the Aging Study differ from the standard 
Pe aes). ints employment profile is presented in 
Figure 2. When past and present occupations are combined, 
it can be seen that the most frequently reported occupations 
were "farmers or fisherman" (223%), "housewife" (20%), 
"construction, transportation or communication worker" (14%), 
and "service worker" (14%). An examination of the occupations 
within each category shows that large numbers of senior Citizens 
in Prince Edward Island have worked in occupations in which 
they were likely to be self-employed, casually employed, or 
unpaid. This suggests that a high proprtion would not have 
contributed to a pension plan, ana none of the older seniors 
(now 82 years of age and older) would have had the opportunity 


to contribute to the Canada Pension Plan. 
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FIGURE 2 
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Cpe Tncome 


Miesconelusion that a large proportion of the Island's 
eiceriy made limited contributions to CPP and other pensions 


Poucubstantiated by examining the sources of income of the 


Miseena's elderly in 1980, as displayed in Figure 3. Only 5.5% 


of the total income of the elderly came from the Canada Pension 
Plan, and 10.4% came from "Other Pensions and Annuities". By 
far the largest source was Old Age Security and Guaranteed 
Income Supplement income, which accounted for 52% 7 Investment 


income ranked a distant second at 21.1%. 


Figure 3 can be compared to the corresponding chart 


from the document "Better Pensions for Canadians". Although 


the latter is based on data from 1979, the relative importance 
of rane various sources of income has probably not altered 
substantially. The contrast between the two charts is striking. 
The proportion of OAS/GIS payments to the elderly in Canada 
asa whole is substantially less at 33%. The major offsetting 
income source is investment income, accounting for a little 
more than one-fifth of the income of Prince Edward Island's 
prderily, but one-third of the income on a national basis. 
Employment income, pensions and annuities, and Canada Pension 


Plan are each about 2% higher on the national chart than on 


the provincial one. 
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FIGURE 3 
RELATIVE IMPORTANCE OP VARIOUS SOURCES OF INCOME 


TO THE ELDERLY IN PRINCE EDWARD ISLAND AND CANADA 


PRINCE EDWARD ISLAND CANADA 
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The importance of OAS and GIS to the elderly of Prince 
Edward Island is further illustrated by thew tactethal) 10,4580, 
Wee. the people in Prince Edward TJsland who réceived OAS 
also received some GIS payments. One-quarter of the OAS recipients 
received maximum GIS, while 46% of them were on Dattial Gis: 
Heese in itself is oné indication of the relatively low level 
Or -orther income currently available to the elderly in Prince 
Baward Island. By Sothosys Wey the corresponding data for Canada 
indicate 16% of OAS recipients received maximum GIS with 383% 


Gnu-partial GIs. 
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While 98.5% of the elderly in Prince Edward Island received 
OAS, the number who benefited from retirement benefits from 
CPP in 1980 was significantly less at 39%. A higher percentage 
of Islanders received these benefits, compared to 36% for all 
Canadian elderly, but they received smaller average dollar 
amounts than the average CPP beneficiary. In order to compare 
the 1979 income data presented in the green paper with the 


1980 data for P.E.I., it has been adjusted for inflation. 


The comparison reveals that the average incomes of the 
elderly in Prince Edward Island were about 80% of the average 
for Canadian elderly. This is a higher proportion than per 


capita incomes generally on P.E.I. which measured 75% of the 


natonal average. This difference in disparities between the 
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age groups can be seen as the result of several factors. OAS/GIS 
rates are established on a national basis. With few elderly 
receiving other pension income, the large majority of seniors 


im-Prince Edward Island receive GIS. 


At present approximately 60% of the elderly in Prince 
Edward Island are without pension income. There will continue 
to be many in this same category, so that OAS/GIS will always 
form a major and perhaps the most important source of income 


for people over 65 in Prince Edward Island. 


3. THE ELDERLY OF THE FUTURE 

The present economic structure of P. Fei. is such that 
aelarge proportion of the population will continue to rely 
on income support upon OF Aes anes This is due to seasonality, 
unskilled occupations, part time activity, low incomes, and 


low participation in private pension plans. 


3.1 Labour Force Activity 
In 1981, there were 91,000 people in Prince Edward Island 


aged 15 years ana over. The labour force averaged 54,400, 


the participation rate was 59.1%, and employment averaged 48,000. 


The average unemployment rate for the year was 11.4%, but this 


annual average masks the extraordinary seasonality of employment 


in this province. There are approximately 13,000 people who 
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mow. intOrand-out of the Island's labour force each Veor, ) nc 
long as a substantial Pavco oro thes provance "s employment is 
generated through farming, fishing and tourism, these seasonal 


meus cwuations ‘wil ) always exist. 


A phenomenon of this decade which will have direct 
implications for pensions has been the trend toward part-time, 
temporary and casual employment. Many of these employees would 
be excluded from private employer-sponsored pension plans in 
cases where such plans exist. Reduced hours of work will result 


in lower annual earnings upon which CPP benefits are calculated. 


Sie Occupations 


~The, occupations of the ‘Island's present population 15 
years of age and older have changed dramatically compared to 
those of today's elderly. The proportion involved in farming 
and fishing declined from 22% to 9.5%. Similarly the number 
mot "construction, transportation, communication" and "service" 
workers declined from 14% to 8% in each category. The proportion 
in "clerical and sales" increased from 8% to 13%; "manufacturing 
and processing" increased from 5% to 7%, and "managers and 
administrators" rose from 3% to 5%. In the 1981 census, no 


occupation was given for 38% of the population 15 years of 


age and over, which would include those not in the work force. 
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Many people still work in jobs that are seasonal in 
Mature and for employers who do not offer private pension plans. 
Dnescan predict that a large portion of the Island labour force 
will not benefit to any great extent from pension reform, due 
to their short work periods and low wages, and will be dependent 
on some other source of income security when they retire. In 
padation, the lower participation rate in Prince Edward tsland 
relative to most provinces by definition means that there is 
Bihighner proportion of the population not in the labour force 
ates. 


3.3 Income 


An examination of personal income of Island residents 
confirms many of the previous observations. In 1981, the sources 
of personal income were as shownin Figure 4. While "wages, salaries 
Ena supplementary labour income" accounted for 53% of the total 
personal income in the province, "government transfers" were 
the second major source and represented 23% of personal income. 


The significance of this second source becomes more apparent 


when portrayed as $1,804 for every adult and child in the Province 


an=L9Sl:. 


Because of the seasonal nature of local businesses and 


industries, many people in the labour force draw benefits from 
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FIGURE 4 


PERSONAL INCOME, PRINCE EDWARD ISLAND 


1981 
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unemployment insurance during parts of the year when other 
jJOb opportunities do not exist on a scale sufficient to keep 
them employed. In 1981 the number of UI claimants peaked in 
December at 14,554, and was the lowest in September at 8,478. 
By 1983, the number of UI claimants reached a record 16,527 
on May 6, during the time of the year when employment 
opportunities are most limited and despite fairly major job 
creation programs by both the federal and provincial governments. 
Pension reform alone is unlikely to alter the situation of 
those Islanders of working age today whose employment patterns 


provide pension credits of very low value, Lf canny. 
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4. CURRENT STATUS OF EMPLOYER-SPONSORED PENSION PLANS IN PRINCE 
EDWARD ISLAND 


Another important factor is the present level of participation 

of predocal labour force in employer-sponsored pension plans. 

As of January l, 1982, there were 9,600 males and 5,092 females 

for a total of 14,692 people with membership in private pension 
plans in Prince Edward Island, representing 30% of the labour 

force for that month. In July of that year when the labour 

force increased to 59,000, the proportion would have declined 

to 25%, given that the employees who represented the seasonal 


increase would not be likely to participate in emp loyer-sponsored 


plans. The great majority of the Island labour force is_ not 


covered by employer-sponsored pension plans. 
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beret Gal: str employer-sponsored pension plans, 9,090 
were members of one of the 18 Pubic sector plans which includes 
Gee Or abl employer-sponsored plan members. The remaining 


5,602 employees were in Private sector plans, 


Statistics on the number of plans and total members 
MOF Gach industry in Prince Edward Island are displayed in 
Baeuce.>- The first observation, not SULPLrISeingi, i's that 
there are no private pension plans in the Province'’s primary 
roost ries! — farming and fishing. Many of the plans operate 


in industries which are characterized by seasonality, such 


Sie 


as "food and beverages Manutacluring™, “construction, "trade", 
and "service". While "public administration and defence" has 
only 1.9% of the plans, it clearly has the largest number of 


members, at 36% of the total. 


It is important to note that many pension plan members 
in Prince Edward Island belong to plans that are operated by 
the Federal Public Service, Armed Forces, RCMP, and the Prince 
Edward Island Government. A great many other employees that 
are covered by plans are employed by corporations that have 


head offices in other jurisdictions, and most are already 
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FIGURE 5 


NUMBER OF PLANS AND MEMBERS BY INDUSTRY 
JANUARY 1, 1982 
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subject to regulatory legislation in that other jurisdiction. 


There are felatuvely fey employees in Prince Edward Island 


who per tacipate sin employer-sponsored plans with companies 


Who have head offices in this province. 


Prince Edward Island has not enacted legislation to 


regulate private pension Plans and has not onthe past been 


active regarding pensions Lor "several reasons, including: 


The small number of employed people in the Province 


who belong to plans other than government pians 


-_ = 


or multi-provincial private corporation plans; 


The large number of small Organizations and seasonal 


businesses which can ill afford private plans; and 


The large number of people employed in seasonal, 
part-time, temporary and casual jobs who would not 


benefit to any extent from private plans. 


2. THE CANADA PENSION PLAN 
ee EIN 


Canada has an excellent mandatory, earnings-related, 


contributory pension plan in the Canada Pension Plan. It was 


set up jointly by the federal and provincial governments and 


demonstrates the potential which that cooperation holds today. 


The CPP has many laudable qualities from Prince Edward island's 
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p mes View. tS coverage is universal. It is portable 
Vv eee 
esting is immediate. It has some survivors benefits. Costs 
of administration are low due to its centralized nature. Its 


legislative and administrative framework is already in place 
Sm@oerunctioning well: It is uniform in application across 
Canada. As noted, there are many people in Prince Edward Island 
With a low, a seasonal, or no attachment to the labour force 

for whom the CPP does not provide much benefit, but, for those 
with significant labour force attachment, it is an excellent 
vehicle for providing for retirement. The Prince Edward Island 
Government is permuted to a strong and viable CPP and feels 


that it should be allowed to mature and continue as intended 


by its founders. 


However, the CPP as it is now structured has a serious 
flaw, which has the potential to be fatal to the entire plan. 
The plan is not adequately funded for the long term. When 
the CPP was initiated, the contribution rate was set low at 


3.6% of earnings, with the understanding that it would have 


to increase in the future to permit the plan to be self-financing. 


It has never been a question whether the CPP contribution rate 


would have to increase, but only by how much and when. It 


was left to future governments to answer these questions as 


the plan matured and as more information became available. 
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Me -ruture 45 now. The .Tatest cpp eqltvuawial report 
indicated that the long term contribution rate is between 8 
and 10 percent. It also estimated Eat ye ett oo AGS ara tomes 
not increased by the end of this déeade; then “the plan will 
have to draw down the Capita leo sthe whund vam jorder fo pay 
Detetius which are oromised... Invthat.event ia would only take 
Poditeen years. to completely exhaust the CPP fund and leave 
the plan effectively bankrupt and unable to pay promised 
Demetits., if those now contributing are ever to receive the 
pensions they expect, then contributions must begin very soon 


to increase’ gradually to the 8—103 Fange . ~ “ . 


Adequate funding is crucial to the continued existence 
Ol Ne CPP ialackior tadequate funding is the greatest threat 


to the long term viability of the CPP. 


6. EXPANDING MANDATORY PENSIONS 

At present the CPP is mandatory. Some have suggested 
that people should be forced to save more for their retirement, 
that mandatory benefits should be higher, and that additional 


mandatory pensions should be provided by the private sector. 


The Government of Prince Edward Island is presently 


examining the need for expansion of Mandatory pension arrangements. 
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We have not discovered an objective measure to indicate whether 
disruptions in living standards are Serious enough to require 
further major intervention by government. At any rate, the 
final decision regarding expansion of mandatory arrangements 
must reflect the capacity of the economy to provide and 
adequately fund benefits. At this time we would not promote 
an expansion of mandatory arrangements, as the evidence is 
mot clear, either on the need or on Deve ic lamiilnigeneame) rgiogeleiye: Es: 
secure promise of a pension, even ie ite 1s. low, as much) to 

be preferred over a promise of a larger pension which cannot 
be delivered when-the time comes to Claim the promise. A 
firm commitment to adequate funding of the level of benefits 
which is presently promised could make it €@asier to consides 
an increased level of benefits. 

In any future proposals to expand mandatory arrangements, 
care must be taken not to build up future costs which are not 
appropriately financed. Of equal importance, it is necessary 
to be realistic about the level of contributions that small 


and seasonal private employers can afford. 


6. CONCLUSION 

In conclusion, there are several statements which can 
be made on behalf of this Province. 

First, Prince Edward Island supports the commitment 


made by the Government of Canada to increase the OAS/GIS 
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Payments for single individuals as the most practical means 
Om improving the income levels for this group, both now and 
in the future. As indicated earlier, many Prince Edward 
H1and seniors receive GIS today, and it is likely to be 
an important source of income in Prince Edward Island in 


the years ahead. 


Second, while expanding the CPP may be an appropriate 
otpion for improving the pension situation of today's working 
ece, population, action must first be taken on issues included 


in the provincial consensus on Canada Pension Plan financing, 


3 


forwarded to wins Godene dl Minister of Finance in March, 1982. 
This provincial consensus affirmed that existing CPP benefits 
must be financed through increases in the contribution rates 

and that such increases should be implemented over a relatively 
long period beginning as soon as possible. Pension reform 
should be gradual, and changes to Canada's pension system 
should be implemented on the basis of consensus. Prince 
Fdward Island supports this proposal of the provincial 


Finance Ministers for increasing CPP contribution rates. 


Third, it can be argued that the problem of portability 


is one of the most important areas to be dealt with. If 


portability is improved many of the other problems outlined 


in the Green paper are automatically corrected. 
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